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INTENDED USE PLAN 
 

1. Introduction 
 

The U. S. Congress is anticipated to appropriate funds for the 2005 Capitalization Grant.  The 
State of Maine is entitled to an estimated $8,303,100 of this appropriation to fund the Drinking 
Water State Revolving Loan Fund (DWSRF).  Additionally, the State of Maine still has 
$532,740 of the 2004 Capitalization Grant to apply for.  These funds will be available to Maine 
after its Drinking Water Program (Program) has successfully obtained a DWSRF Capitalization 
Grant Award (Grant) from the U.S. Environmental Protection Agency (EPA).  This Intended 
Use Plan (IUP) is one portion of the documentation necessary to obtain this Grant.  The IUP 
outlines how Maine proposes to utilize its 2005 and remaining 2004 Grant funds.  It addresses 
the intended use of all non-project activities (set-asides) and project funds.  It states the terms of 
all financial assistance offered by the Program.  Subsidies to be provided to Disadvantaged 
Community Systems are also described in this document. 
 
After providing funds for set-aside activities, the Program will combine the remaining federal 
grant funds with State match, loan repayment moneys, blended bond proceeds and carryover 
funds to determine the available project funds.  These funds will be used to provide financial 
assistance for needed capital improvements to Maine's DWSRF eligible public drinking water 
systems (PWS).  The Program reserves the right to seek blended bond proceeds issued by the 
Maine Municipal Bond Bank (MMBB) to combine with these project monies, thereby further 
increasing the total amount of available project funds.  It is the Program’s intent to distribute the 
project funds to the DWSRF eligible projects listed in the attached Primary Project List 
(Attachment F), which were ranked in accordance with the project priority ranking system 
included in this IUP. 
 
The DWSRF will continue to be jointly administered by the Drinking Water Program (DWP) as 
the lead agency and the MMBB as the financial administrator.  A Memorandum of 
Understanding (MOU), included as Attachment C, outlines the administrative activities to be 
performed by each agency. 
 
Several full time employees in the central office, with assistance from the DWP’s field engineers 
will continue to provide administration and oversight to the DWSRF Program. 
 
Italicized words that appear in this document are defined in Attachment B. 
 

2. Short and Long-Term Goals of the DWSRF 
2A.Short-term goals. 
 

I. Provide loans to assist eligible PWS’s under enforcement actions to attain compliance 
by established deadlines. 

  
II. Provide loans to assist eligible PWS’s to attain compliance with the Safe Drinking 

Water Act (SDWA). 
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III. Provide loans to assist eligible PWS’s to: 

a. Provide required treatment to improve drinking water quality in Maine. 
b. Construct water treatment facilities. 

 
IV. Provide loans to assist small systems (population served of less than 10,000) in the 

construction or installation of necessary treatment while considering affordability. 
 
V. Ensure that at least 15% of the Grant provides financial assistance to small systems with 

projects that are ready for construction. 
 
VI. Provide loan subsidies to Disadvantaged Community Systems for eligible projects. 
 
VII. Provide financial assistance to implement preventive measures such as source water 

protection and the replacement of aging infrastructure. 
 
VIII. Provide the required State Match within the required time frame. 

 
 2B.Long-term goals. 
 

I. Provide assistance to PWS’s to maintain the health objectives of the SDWA. 
 
II. Maintain the fiscal integrity of the fund. 
 
III. Maintain the fund in perpetuity. 
 
IV. Work toward meeting the State's total drinking water improvement funding needs by 

blending federal DWSRF Grant moneys with MMBB bond sale proceeds, utilizing the 
blend of these proceeds to provide long term low interest financing to DWSRF eligible 
PWS’s. 

 
V. Create and maintain a land acquisition fund in perpetuity. 
 
VI. Ensure adequate finances to assist eligible PWS’s to: 

a. Rehabilitate or replace contaminated sources or sources at risk of contamination; 
b. Construct or expand treatment facilities to improve drinking water quality; 
c. Construct or expand storage facilities to help maintain adequate drinking water free 

from risk of contamination; and 
d. Install or replace transmission or distribution facilities to prevent contamination. 

 
VII. Provide assistance for consolidation or interconnection of water systems to improve 

service or capacity. 
 
VIII. Assist public water systems in identifying and prioritizing land acquisition for source 

water protection.  
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 IX. Assist in the planning and design of related projects. 
 
 X. Develop means for providing adequate funding for loan subsidies for Disadvantaged 

Community Systems. 
 
3.  Financial Status 
3A.  Total amount of funds in DWSRF.  The total amount of funds from the 2004 DWSRF Grant 

and the intended allocations to each activity can be found in Attachment A.  Approximately 
$17 million will be available to provide financial assistance to public drinking water systems 
for DWSRF eligible capital improvements (project funds). 
 

 In January 2005 the Program anticipates blending funds from the DWSRF with MMBB bond 
proceeds on existing construction projects.  Additionally, the Program may blend MMBB 
proceeds with a portion of the 2005 construction projects.  This will increase the amount of 
money available for projects.  However, the actual amount of additional funds available 
through blending has not been determined.    Water systems on the Primary and Backup lists 
that qualify for blending should be aware that their loan commitment date might be 
determined by the bond sales date.   

 
For each Capitalization Grant the State must provide documentation, at the time of the 
Capitalization Grant Application, that at least 20% of the total amount of that year’s Grant is 
available as State Match.  Attachment A shows the planned allocation of funds from the 2005 
DWSRF grant.  The required match for 2005 is $1,660,620.  An additional $106,548 of State 
Match is required to secure the remaining 2004 Grant.  This brings the total State Match 
requirement to $1,767,168.    Maine will utilize an Ultra Short-Term bond to create this State 
Match.  The Ultra Short-Term bond will be repaid from the previous interest earnings of the 
DWSRF.  Final approval from EPA to use this bond as State Match is pending. 
 
For future Grants, Maine expects to return to the process of obtaining the required State 
Match through State Bond Referendum Issues and the sale of general obligation bonds.  The 
Program proposes to obtain the required State Match during the 2005 Legislative/Bond 
Referendum period.   

 
3B. Beginning/end of year financial status.  The initial financial status of the 2005 DWSRF 

program is stated above in 3A and Attachment A.  The current financial status of the 1997, 
1998, 1999, 2000, 2001, 2002, 2003 and 2004 funds are also shown in Attachment A. 

 
 

4.  Non-Project Activities/Set-Asides 
4A. Definition/description.  Non-project or set-aside activities include those activities that are 

not directly associated with the construction of capital improvement projects but are allowed 
uses of DWSRF Grant monies identified in Section 1452 of the SDWA.  They include: 
Program Administration, Technical Assistance to Small Systems, Drinking Water Program 
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Functions and Other Non-Project activities, all described in greater detail in the following 
sections. 

 
4B. Description of rationale for determining amounts of Capitalization Grant funds to be used 

for non-project activities.  The Program maximized the amount the funds allowed by the 
SDWA for the first non-project activity, Program Administration, 4% of the allotment or 
$332,124. The Program Administration funds will cover the costs of the staff that directly 
administer the DWSRF.  Any unspent funds allotted to these set-aside activities that remain 
at the end of the funding period will be carried forward for future use for these activities. 

  
The Program maximized the amount of funds allowed by the SDWA, for the second non-
project activity, Technical Assistance to Small Systems 2% of the allotment or $166,062.  
The Technical Assistance funds will cover most of the cost of two ‘circuit rider’ positions 
with the Maine Rural Water Association.  Any unspent funds allotted to these set-aside 
activities that remain at the end of the funding period will be carried forward for future use 
for these activities. 

 
For the third non-project activity, Drinking Water Program Funds, the Program determined 
the amount of funds necessary to cover the budgeted expenses for each of the activities for 
the upcoming year.  A maximum of 10% of the allotment is available.  The DWP intends to 
use $830,310 for these set-aside activities.  The State must demonstrate that it can provide a 
dollar-for-dollar match for any amounts used.  Up to one-half of the required match may be 
credited from FY-93 expenditures for the PWSS Program.  Documentation has been 
provided to EPA Region I showing that Maine spent $328,591 on PWSS activities in FY-93.  
Since this is less than 50% of the set-asides requested, the entire amount is available for 
match credit for each grant year.  The balance, $501,719 will be provided from the 
Program’s Alternative Funding Mechanism (AFM) fees, state of Maine General Fund 
moneys and well driller and water operator fees.  The Program will provide the actual dollar 
amounts in the end of year report (FFY 2004), at which time specific documentation in the 
form of actual expense sheets verifying expenditures of those monies.  This end of year 
report will be submitted within 60 days of the end of FFY 2004. 
  
The maximum amount available to the fourth set-aside, Other Non-Project Activities, is 
15% of the Grant, or $1,245,456.  The DWP intends to use $757,224, which is anticipated to 
meet the expenses associated with the activities described in Section 4C.IV.  This amount is 
below the maximum allowed and the difference, $488,241, will be made available for 
project funds. 
 
If at any time an excess accumulation of funds develops in any one set-aside activity 
mentioned above, the Program can decide to transfer these funds to the project account.  
 

 4C. Description of non-project activities and percentage/amount of funds to be used for each. 
 

I. Program Administration (up to 4% of Capitalization Grant - $332,124) 
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The Program will receive 70% or $232,487 of the amount allocated to Program 
Administration.  This money will be used to pay the salaries and expenses of personnel 
involved with the administration of the DWSRF including the DWSRF Manager and two 
Project Managers/Inspectors.  These funds will also be used to procure all equipment and 
training necessary for performance of the duties for those positions. 
 
The MMBB will receive the other 30% or $99,637 for financial administration of the 
DWSRF.  This money will be used to pay a portion of the salary and expenses of the 
DWSRF Program Officer, and all other expenses directly related to the financial 
administration of the Program. 
 

II. Technical Assistance for Small Systems (up to 2% of Capitalization Grant - 
$166,062) 
 
This entire set-aside, $166,062, will be allotted to the Maine Rural Water Association 
(MRWA) to fund two circuit rider positions. These funds, plus any remaining unspent 
funds from the 2004 Grant should provide funds to support the circuit rider program to 
the end of the state fiscal year 2006.  The circuit riders will provide technical assistance 
to small systems that serve a population of less than 10,000.  MRWA will produce and 
submit to the Program a Work Plan describing in detail the DWSRF funded assistance 
they intend to provide using 2005 DWSRF Technical Assistance set-aside funds.  The 
Program and EPA Region 1 will review and approve the plan.  MRWA is required to 
submit an annual summary report to the Program in August of each year, which 
reconciles the actual assistance and its value provided during the past year for which 
funds were allocated, with those proposed in the Work Plan.  This report must be 
submitted in adequate time to be included in the Annual Review conducted by EPA 
Region I, and the Biennial Report submitted by the Program to Region I.  Monthly 
meetings/work evaluations will be conducted by the Program to ensure that MRWA 
technical assistance activities are consistent with its Work Plan and to provide work 
direction.  An outline of the scope of duties to be performed by MRWA and the Program 
under this set-aside can be found in the Memorandum of Understanding provided as 
Attachment D. 

 
III. Program Functions (up to 10% of Capitalization Grant-$830,310) 

 
a. Administration of PWSS Program ($642,049) 

This set-aside provides funding to help augment the PWSS Grant for administration of 
the SDWA amendments.  Employees who perform job duties that ensure the Program 
meets its primacy requirements and any Program needs that address program deficiencies 
will be funded from this set-aside.  A separate Work Plan will be developed outside of 
this document that will explain the personnel and activity expenses to be funded with this 
set-aside money.  This Plan will be supplied as part of the 2005 Grant application and 
reviewed and approved by EPA Region I before funds are available for withdrawal. 

 
b. Administration or technical assistance activities for source water protection ($135,668) 
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This set-aside will provide funding to administer the Program's activities in the area of 
source water protection.  These activities include the administration of four of the Other 
Non-Project Activities (Section IV below) - Land Acquisition/Conservation Easements, 
Source Water Protection Measures-Community Systems and Establishment and 
Implementation of Wellhead Protection Programs.  Monies will also be used to provide 
technical assistance to systems for source water protection.  Existing Geographic 
Information System (GIS) and Program geologists will provide administration and 
technical assistance.   

 
c. Development and Implementation of an Operator Certification Program ($52,593) 

The State of Maine Department of Human Services has statutory authority to 
establish a Board of Licensure of Water System Operators.  An operator certification 
program has been maintained since 1969.  In June 1996, the Governor appointed a 
new Board.  New rules were written by the Board and took effect on September 30, 
2000.  These rules were rewritten based upon the format outlined in the Final 
Guidelines for the Certification and Recertification of the Operators of Community 
and Non-transient, Non-community Public Water Systems.  The Program received 
EPA approval of the new operator certification program on February 14, 2001.  The 
Board will expand the rules to fit any additional requirements set by the EPA in the 
future.  The Board is currently licensing hundreds of new operators to help small and 
very small water system maintain compliance with the expanded operator licensing 
requirements. 
 
Funds from the 2004 DWSRF for this activity will be used for staff support to 
coordinate operator training and certification.  The operator rules include a 
requirement to complete annual Training Contact Hours (TCH) in order to maintain a 
water operator license in Maine.  Staff support is to be used to evaluate training, 
assign TCH credits, track TCH credits, renew licenses, give examinations, evaluate 
operator applicant credentials, etc.  

 
 
IV. Other Non-Project Activities (up to 15% of Capitalization Grant-$757,224) 
 

a. Land Acquisition/Conservation Easements ($0) 
Since only one request for Land Acquisition funds were made in 2004, no additional 
funds will be allotted in 2005.  Funds previously allotted to this set-aside will be used to 
provide loans to eligible PWS’s for the purchase of land and/or conservation easements 
necessary for source water protection.  These funds will be provided on a first-come, 
first-served basis.  If at any point in time the amount of these funds requested is greater 
than the amount available, then the highest priority ranked water systems using the 
ranking system in Section 6F. II. a., will receive this loan assistance.  The Program 
believes that a water system’s ownership or legal control of the land around its source(s) 
is the most effective means of protecting its source(s).  For this reason the Program 
intends to provide enough funds in this set-aside account to meet all requests until the 
next grant award.  
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A separate revolving account has been established for this set-aside activity and is the 
first step toward achieving the long-term goal stated in paragraph 2B.V: to create and 
maintain a land acquisition fund in perpetuity.  Principal and interest payments on loans 
made from this account will be repaid into this account making additional loan money 
available for future land and conservation easement purchases.  The terms of financial 
assistance for Land Acquisition/Conservation Easements are described in Sections 7 & 8. 
 
The land or conservation easement to be purchased with DWSRF assistance must be 
integral to the source water protection needs of the system as determined by the Program.  
A determination can be based on the land being identified in a Program approved source 
water protection plan or other documentation that supports its role in protecting the 
system’s source water.  The land purchased must be acquired from a willing seller.  Also, 
before DWSRF assistance for land acquisitions is allowed, an independent appraisal of 
the land value must be provided to the Program.  The amount of financial assistance 
provided to water systems on land purchases will be determined by the MMBB on a case-
by-case basis after consideration of the following items for each request; the appraised 
value of the land, the anticipated amount of legal and other costs associated with the 
transaction, the credit quality of the applicant, the availability of land acquisition funds in 
relation to the current demand, and other financial and market information deemed 
relevant to the request. 
 

b. Source Water Protection Measures - Community Systems ($0) 
Any funds allocated to this set-aside activity will be available as loans to assist 
community water systems in the implementation of voluntary, incentive based source 
water protection measures in areas delineated under the source water assessment 
program (IV. d. below).  Systems must have performed the required delineation and 
assessment of their source(s) before communities can utilize these funds.  These 
funds are only available to provide assistance as loans to community water systems.  
No funds have been allocated to this set-aside activity again this year. 
 
 

            c.   Assistance to Systems for Capacity Development ($359,914) 
The Program plans to use $67,883 to continue implementing the State Capacity 
Development Strategy for new and existing public water systems during the 2005 
DWSRF funding period.  The Strategy will provide assistance in assessing the areas 
in which water systems are deficient and in need of assistance in obtaining adequate 
technical, financial and managerial capacity to meet existing and future SDWA 
regulations.  The Program also plans to provide assistance to public water systems to 
attain and maintain technical, financial and managerial capacity with future Capacity 
Development set-aside funds.  This position was previously funded under the 
Program Function (10 percent) set-aside. 
 
As a part of this set-aside the Program will use $150,000 to fund Comprehensive 
Planning Grants.  Grants up to $10,000 but no more than 50% of the actual cost, will 
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be made available to eligible PWSs for the solicitation of professional services for the 
completion of documents that could assist the system in becoming more viable.  
Documents to be considered for these funds are: Comprehensive System Facility 
Plan, Capital Improvement Plan, System Hydraulic Model Report, Management 
Review Report, System Vulnerability Assessments, Emergency Response Plan, 
Comprehensive System Operations and Maintenance Manual, or any other 
professionally created document that the Program determines can improve system 
viability.  The grant assistance will be provided to systems that request and select 
these services through a RFP process, that have not completed a similar document in 
the last five years, and only after the Program has reviewed and approved the 
document.  This set-aside will fund Capacity Development educational outreach 
using $30,000 of the 2004 Grant.  A Capacity Development work plan will be 
developed and submitted to EPA that describes both these activities in greater detail. 
 
The Program anticipates allocating up to $112,000 in assistance to the Maine Water 
Utilities Association (MWUA) for planned training activities from July 1, 2005 to June 
30, 2006.  A copy of MWUA’s proposed training activities and schedule, and their 
budget will be submitted to the DWP for review, approval and submitted to EPA Region 
I with the 2005 DWSRF Capitalization Grant Applications.  A copy of the Memorandum 
of Understanding between the DWP and MWUA can be found in Attachment I. 

 
d. Establishment and Implementation of Wellhead Protection Programs ($397,310) 

The Program’s Wellhead Protection Program is voluntary.  In the past the Wellhead 
Protection Program has applied only to community and non-transient non-Community 
Water Systems.  Most of these systems are participating in the program and have 
completed a self-evaluation of their groundwater source(s).  These evaluations 
include a delineation of the system’s supply source(s), from simple circles for smaller 
systems to complex computer models for the largest systems, and an inventory of 
potential sources of contamination in these areas.  In 2002 the Program completed the 
Source Water Assessment Program (SWAP), for nearly all 1,600 transient water 
systems.   
 
The Program will continue to implement the Wellhead Protection Program through 
the following activities: 
1. Public Education/Outreach - The Program will use funds from the set-aside to 

develop contracted agreements with environmental and educational organizations 
for the purpose of raising the awareness of the importance of local water resources.  
The Program already has such a contract with the George Mitchell Center at the 
University of Maine and the Maine Water Utilities Association. 

2. Wellhead Protection Staff Expenses - Collection, review, and input of data from 
wellhead protection self-evaluation forms is an ongoing process and a critical 
precursor to conducting credible assessments of source water protection areas.  The 
Wellhead/Source Water Protection Program consists of two full-time staff and 
three other staff that spend portions of their time supporting source water activities 
related to wellhead protection activities.  The Program intends to use the funds 
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from this account for the salary, benefits, training, equipment and mileage expenses 
for the two full-time certified Geologists working in the Wellhead Protection 
Program. 

 3. New Well Approval Staff Expenses-  Starting with the 2005 Grant, the Program 
will begin using this set-aside to fund a full-time staff person overseeing new well 
approval.  Since proper siting of a well is fundamental to continued source water 
protection, this position will work with public water system to minimize conflicts 
with potential contaminant sources. 

 
4. Wellhead Protection Grants - The Program will continue to implement the 

Wellhead Protection Planning Grant Program that provides grants up to $5,000 per 
system to fund planning and/or implementation of source water protection activities 
for ground water sources.  Activities include developing useful base maps, drafting 
an aquifer protection ordinance, developing public educational materials, 
purchasing signage to demarcate source protection areas, etc.  Eligible water 
systems will be contacted, informed as to the allowed use of these grant funds and 
asked to submit requests sometime later this year.  Water systems to receive these 
funds will be prioritized using the system shown in Section 6F. II. c.  

 
4D. Separate non-project activity accounting.  The funds allocated for each non-project activity 

will be separated into individual accounts at EPA Region I.  The release of monies from 
these accounts will be performed on a cash draw basis with the requisition for funds being 
based on actual expense records submitted to the EPA Region I.  Program staff will review 
and approve all requisitions and submit them to the MMBB to initiate the release of funds 
from EPA.  The MMBB will also maintain separate accounting for each of the non-project 
activities. 

 
4E. Transfer of unspent funds to the DWSRF.  The allocated funds for each of the first three 

non-project activities, Program Administration (I), Technical Assistance (II) and Program 
Functions (III), can be banked (the unspent funds are allowed to be drawn against future 
grant awards) and used for the same activities in later years.  Funds for the fourth activity 
mentioned above, Other Non-Project Activities (IV), cannot be banked.  The Program must 
demonstrate in set-aside Work Plans to EPA how the funds allotted to each set-aside activity 
in each year’s Grant are to be used within a specific period.  Other Non-Project Activity 
(IV) funds can be utilized by any one of the four activities mentioned in Section 4C. IV (a-d) 
above, with no more than 10% of the Grant going to any one activity.  These funds can also 
be transferred to the Standard Project account. 

  
5. Project Funds 

5A. Funds available.  The total federal funds and State Match available for financial assistance 
as loans to Standard Projects and Disadvantaged Community System projects for the 2005 
DWSRF Grant period is shown on Attachment A ($6,317,017, 2005 allotment,  + $532,740, 
2004 unmatched allotment, + $1,767,168, State Match, + $4,149,890 Repayment Project 
Funds + $1,749,527 uncommitted funds from the 2004 DWSRF + $2,799,198 bond 
proceeds = $17,315,540 Total Project Funds available).  The program intends to make 30 
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percent of the 2005 and remaining 2004 Grant or $650,752 in funding available for eligible 
Disadvantaged Community System projects as principal forgiveness assistance.  The 
DWSRF Program has set a maximum loan limit for public water systems of 50 percent of 
the Capitalization Grant ($3,885,180 for DWSRF 2005) for any given year.  Any public 
water system with a project or combination of projects that exceeds this limit must find 
alternative funding for the balance of the project cost.  The Program reserves the right to 
exceed this limit when sufficient funds are available to meet all project needs. 

 
5B.  Projects to be funded.  Attachments F and G provide lists of projects the Program intends to 

finance from the total project funds available from the 2005 DWSRF Grant period awards.  
Projects are listed in priority point score order.  Priority point scores are determined using 
the point system shown in Section 6F.  Attachment F is the Primary Project List of Standard 
and Disadvantaged Community System projects.  Attachment G is the Backup Project List.  
The Backup Project List contains the projects that will receive assistance if projects on the 
Primary Project List do not proceed as planned, or are by-passed.  Each project can be 
described using one of the general types of projects listed below: 

1) Replacement of contaminated source with new potable source; 
2) Construction of treatment facilities; 
3) Installation of disinfection facilities; 
4) Projects required to address compliance/enforcement issues; 
5) System consolidation to address viability issues; 
6) Projects required to remove a system’s status as a SDWA significant non-complier; 
7) Replacement of aging infrastructure; 
8) Upgrade or rehabilitation of existing water facilities; 
9) Installation of meters and backflow prevention devices; and 

10) Acquisition of land integral to a DWSRF eligible project. 
 
 A more detailed description of these projects can be found in Attachment H. 

 
The projects that are ultimately financed by the Program may not be selected exactly as listed 
on Attachments F and G.  Some of the factors that could affect the current lists are as 
follows: 

1) A listed project receives full or partial funding from another source; 
2) A project is by-passed as described in Section 6B; 
3) Funds available are increased or decreased due to actual project costs vs. estimated 

costs listed on Attachment F or G; 
4) The PWS or project is found to be ineligible for DWSRF funds; 
5) A system’s loan application is denied; 
6) A project or PWS is unable to meet DWSRF project requirements as described in 

this Section; or 
7) A PWS declines DWSRF assistance. 

 
The terms of financial assistance for Standard Projects are described in Section 7.  The exact 
terms will be set at the time of the loan agreement for each project.  The amount of principal 
forgiveness assistance and loan terms to be provided for Disadvantaged Community System 
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projects will be determined during the loan application process using the criteria described 
in Section 8. 
 

5C. Unencumbered Funds From Previous Grant Years.  Funds from the 2004 DWSRF that 
were not encumbered have been carried forward into this 2005 IUP.  Projects on the 2005 
Primary Project List are also carried forward if requested by the public water system.  An 
individual project will only be carried forward once. 

 
 All new projects that do not enter into a loan agreement before September 30, 2005 will have 

their funds and projects carried forward to the next year’s Intended Use Plan to be ranked 
against all new project submissions.  This may or may not result in the project being listed on 
the Primary list for the next Intended Use Plan.  Projects will be carried forward only once 
before it is by-passed. (See Section 6B.) 

 
5D. Systems/Projects Ineligible for Funding.  Public water systems that lack the technical, 

financial or managerial capacity to operate their system in compliance with present and 
future requirements of the SDWA are not eligible to receive DWSRF funds unless the 
proposed project will address and resolve the lack of capacity.  All public water systems will 
receive a capacity development review and approval before the DWSRF Program will enter 
into a loan agreement.  Systems that are in Significant Non-Compliance with the SDWA are 
not eligible, except as noted in Section 6E.  Public water systems that serve Federal 
installations are not eligible.  A Non-Community Water System owned by a for-profit 
enterprise is not eligible to receive DWSRF funding. 

  
 Projects whose primary purpose is to provide fire protection or system growth are not 

eligible for DWSRF funding.  Laboratory fees for monitoring, and operational and 
maintenance expenses are ineligible project costs.  Land acquisition secured by eminent 
domain condemnation proceedings or from an unwilling seller is not eligible to receive 
DWSRF funding.  Projects that do not receive a favorable environmental determination and 
initiate construction will not receive DWSRF funding.  All projects must complete the 
environmental review process to the satisfaction of the Program and receive a favorable 
environmental determination before the start of construction. 

 
 Since funding is limited, demand is considerable , and funds are subsidized DWSRF funding 

will provided to only the most viable, cost effective, environmentally acceptable projects. 
 

5E. Environmental Reviews.  All projects financed with DWSRF funds will have a "NEPA-
like" environmental review.  This review should be performed and a favorable 
determination made prior to the design of the facility.  The Environmental Review 
process must be completed prior to the start of construction for the project to receive 
DWSRF funding.  The State of Maine Rules Relating to Drinking Water State Revolving 
Loan Fund, Chapter 230, puts forth the Environmental Review requirements for all 
projects.  The applicant is required to submit specific information identified in Chapter 
230 for a project in order for the Program to make an environmental determination.  The 
required information is dependent upon the type and scope of the project proposed to 
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receive DWSRF funding.  An Environmental Review and determination prepared for/by 
another federal funding agency may be accepted by the Program. 

 
5F. Procurement Requirements.  Project funds can be used only for construction services and 

materials, required for the completion of a DWSRF eligible project, that are sought 
through a competitive process.  The primary method for procuring construction services 
shall be the advertised bidding process.  Bid packages must include the DWSRF 
Construction Contract Requirements.  Other competitive procedures may be used to 
procure non-construction services.  The Program will use their existing procurement 
policy as a guide.  Comprehensive procurement procedures will be developed and 
included in DWSRF Rules.   

 
5G. Cross-Cutting Federal Authorities.  Cross-cutting Authorities are listed in Attachment E.  

Federal Cross-cutting Authorities are those federal statutes and Presidential Executive 
Orders that by their own language affect actions proposed for assistance with DWSRF 
monies.  DWSRF Equivalency Projects and all set-aside activities must meet all 
applicable requirements of these authorities.  Some authorities will be met through the 
Environmental Review process.  Others will be met through procurement or certification 
requirements of the Program.  The Program must demonstrate to EPA that the total 
dollar amount of DWSRF projects funded in any given year that meet these authorities is 
equivalent to the total federal grant funds received in that year.  This sets the 
Equivalency Project goal.  To meet the Equivalency Project goal for the 2003 Grant, 
Maine will require that all DWSRF funded projects with total project costs greater than 
$100,000 meet all Cross-cutting Authorities.  All organizations in receipt of federal 
funds for set-aside activities must be in compliance with all applicable federal Cross-
cutting Authorities in their use of these funds.  Anti-discrimination statutes apply to 
all DWSRF activities, not just Equivalency Projects. 

 
6. Criteria and Method of Distribution of Funds  

6A. Description of selection process for projects to receive assistance.  Each year all DWSRF 
eligible public water systems will be asked to submit information about projects 
(submission of two page project information form provided by the Program) for which 
they are seeking DWSRF monies for the designated year.  This project information will 
be reviewed for accuracy and eligibility, and then given a priority ranking score based 
on the system designated in Section 6F below.  The availability of funds for projects 
from other agencies may be investigated and discussed with the system.  The DWSRF 
eligible projects and their respective information will then be listed in order of priority, 
highest to lowest, in a master list of all projects (Comprehensive Project Priority List).  
The Program will create the Primary Project List utilizing the provisions in this Section 
and the amount of available funds.  The Primary Project List can be found in Attachment 
F.  A Back-up Project List, Attachment G, consists of projects that did not make the 
Primary Project List but are next in line to receive assistance based on their priority 
ranking.  Projects on the Back-up Project List will be offered funds in the order of their 
priority ranking based on the amount of funds freed up by projects on the Primary 
Project List that either decline the funds or are by-passed in accordance with the 
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procedures stated in Section 6B.  Both lists include the following information; system 
name, project description, population served, priority point score, and estimated project 
cost or funds requested.  The DWSRF Administration will contact all systems with 
projects listed on the Primary Project List after the IUP is finalized to inform them 
of submittal, review and approval, and application requirements.   

 
6B. By-pass provision.  A project on the Primary Project List may be by-passed on June 

1, 2005 if the system has not entered into a loan agreement or make reasonable 
progress towards starting construction in 2005.   In order to enter into a loan 
agreement a water system must submit and receive approval of engineering and 
construction documents, complete an environmental review and complete a capacity 
review.   
 
Funds made available when a project is by-passed will be offered to public water 
systems with projects on the Back-Up Project List.  Assistance will be offered to the 
public water systems with the highest priority ranked projects that have requested an 
amount of assistance less than or equal to the by-passed project(s)’ requested funding.  
As of September 30, 2005 all uncommitted funds will be carried forward into the 2006 
IUP. 

 
6C. By-pass for Small Water System Assistance.  A minimum of 15% of the monies 

available for funding projects each year must go to public water systems that serve a 
population of less than 10,000 (small systems).  The lowest priority project or projects 
for public water systems that serve 10,000 or more people may be by-passed in any 
given year in order to achieve this goal of 15% assistance to small systems.  As 
necessary, the highest priority small system projects will be selected to satisfy the 
minimum 15% level. 

 
6D. Imminent Risk to Public Health.  Projects necessary to address an imminent risk to 

public health will be moved to the top of the priority list.  A water system would be 
considered as having an imminent risk if there is either a known waterborne disease 
outbreak or a threat of disease outbreak by the known presence of an acute contaminant 
in the system.  The Program will make all determinations regarding what constitutes an 
imminent risk to public health.   

 
6E. Systems that are in Significant Non-Compliance (SNC) with the SDWA.  Public water 

systems that are in SNC with the SDWA will not be eligible for DWSRF financial 
assistance unless/until: a) they resolve all SNC issues to the satisfaction of the Program; 
b) the project(s) for which they are applying for DWSRF monies resolve all SNC issues; 
or c) they enter into and comply with an Administrative Agreement with the Program 
that addresses the SNC.  If the public water system resolves its SNC by one of these 
methods then its DWSRF eligible project(s) will be prioritized and provided financial 
assistance in the same manner as all other DWSRF eligible projects.  If a water system is 
not a SNC at the time that they receive a loan agreement but become a SNC during the 
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construction of the project, the DWSRF construction reimbursement process will be 
stopped until the SNC is resolved by one of the methods mentioned above.  

 
6F. Project Priority Ranking System.  Planning and engineering costs (Engineering Study, 

Pilot Plant Study, Environmental Study, project design, etc.) can be separately funded 
from a project if associated with a future DWSRF eligible project.  These activities will 
be prioritized based on the future DWSRF eligible project for which they are associated.  
Financial assistance to acquire land integral to a DWSRF eligible project and the 
guarantee or purchase of insurance for local debt obligation is both DWSRF eligible 
expenses.  Projects submitted for these activities will be prioritized based on the project 
type with which they are associated.  Example:  A DWSRF project submission for land 
acquisition necessary for construction of a planned pump station or treatment facility 
will be priority ranked the same as the future facility. 
 
The scoring system that will be used for ranking requests for DWSRF funding for this 
funding period is as follows: 

 
  I. Standard Projects (only one priority point score to apply to each project) 

a.  Type of project         Priority points 
1) Projects to address compliance and public health issues: 

    Installation of treatment for: acute contaminant  99 
                 non-acute contaminant  80 
                 chronic contaminant   70 

     
    Replacement of contaminated source with uncontaminated 
           Existing source of: river/stream              95 
         lake/pond/impoundment  90 
         GWUDI          85 
         dug well    77  

        spring    75 
         filtered surface water   69 
 
    Replacement of aging infrastructure at risk of causing contamination 
      Type of facility: uncovered f. w. storage 60  

         treatment facility  55 
          floating cover storage 49 
          source-intake structure 45   
          pump station   42  
          storage   40 
          river crossing   37 
          transmission mains  35 
          distribution mains  33  

         instrumentation/controls 30 
    Rehabilitation of aging infrastructure or upgrade of existing facilities at 
    risk of contamination 
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      Type of facility: treatment facility  44 
            source-intake structure 25  
           pump station   23  

          storage (inside painting) 20 
           transmission mains  18 
           distribution mains  17  

          instrumentation/controls 15 
 
 

2) Installation of facilities to address low 
       system pressure problems: backflow prevention devices  43 
       storage     32 
       booster pump station   24 
       larger mains    22 
 
   3) Projects for compliance with future SDWA regulations: 
    Proposed rule: Stage 2 D/DBP    18 
      LT2ESWTR     18 
      Groundwater     14 
      Sulfate        9 
 
   4) Projects to address aesthetics: taste, color, odor, etc.    8 
 

5) Construction of facilities around a water system's source to 
address a health threat: * 

    Source type: unfiltered surface water w/ filtration waiver 72 
              filtered surface water    62 
              groundwater     52 
 

     *Source water protection activities are not eligible for funding with Project  
                 Funds but may be eligible for Other Non-Project Activity set-aside funds. 

 
  6) Installation of facilities to provide redundant facilities:  

supply (present peak day supply problems) 68 
disinfection equipment    56 
treatment train     50 
supply source     47 
source-intake structure     32 
river crossing     29 
pump station      21 
storage      19 
transmission main     18 
 

            7) Other Eligible Projects: 
   System viability: Facility consolidation   65 
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   Install backup power source     48 
   Resolution of dead end water quality problems  34 
   System expansion to address public health issues  31 
   Installation of meters      16 

 
b. Priority Point System Add-ons: (only one priority point score for each category 

applies   and is to be added with each category's score including project points to 
produce the final project priority rank)       
           
 Priority points 
1)  System compliance/enforcement status*       

Court action or Civil Penalty assessment    30 
Assessed Administrative Penalty     25 
Active Administrative Compliance/Consent Order  20 
Loss of Filtration Avoidance/Exemption    18 
On long-term Boil Water Order (>1 year)   16 
In Significant Non-Compliance     14 
Outstanding Notice of Non-Compliance    12 
Outstanding Treatment Technique Violation   10 
Active Bi-lateral Compliance Agreement      8 

 
   * These priority points are only added if proposed project addresses the 
       compliance/enforcement issue in question. 
 

2) Percentage of annual residential water bill of median household income 
Greater than 2.25%      24 
between 2.01% and 2.25%     18 
between 1.76% and 2.00%     12 
between 1.51% and 1.75%       9 
between 1.26% and 1.50%       6 
between 1% and 1.25%        3 
less than 1%         1 

 
3) Population served 

100,000 people or more        1 
between 10,000 and 99,999       3 
between 3,300 and 9,999      10 
between 500 and 3,299        8 
less than 500 people        6 

 
4)  Public Water System Type 

Community         6 
Non-Transient         3 
Transient          1 
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5) Project in accordance with Completed System Master Plan    5 
 

6) Predesign Report Completed          5 
 
7) Plans and Specifications         up to 10 
  1 point for each 10 percent completed, maximum 10 points 
  
8) Project in conjunction with road reconstruction project    10 

   
        c. Additional priority points for projects being co-funded with other agencies: 

Water systems should inform the Program of financing they are attempting to secure or 
have secured from other agencies (Rural Utility Services (RUS), Department of 
Economic and Community Development (DECD), etc.) for projects they are also 
attempting to finance with DWSRF funds.  The Program will work to inform systems of 
their eligibility for funds from other agencies and will promote the application for these 
funds when the other agency presents a better financing package for the system or has 
available funds for which their project is eligible.  The Program will consider the 
combined use of DWSRF funds and funds from other agencies or another funding source 
if the DWSRF funds are necessary to complete the financing of the project.  Another 
source of funds could include the water systems own financial contribution as match to 
the total project cost.  These projects will receive additional priority points as follows: 
    
  10 points - DWSRF co-funding with one other agency or source of funds, 
         either a Community Development Block Grant or 25% of project  
         cost funded from another agency or source. 
 
  15 points – DWSRF co-funding with two or more other agencies or sources 
          of funds where a minimum of $600,000 is being provided toward 
          the total project cost from the other agencies or sources. 
 
These other funds must be committed to the project before the water system is allowed to 
enter into a loan agreement to receive DWSRF funding.  The Program will not authorize 
funds that will replace loan commitments already secured from another lending agency 
unless approval to do so has been obtained from that agency. 

 
RUS and DECD, the two primary agencies with funds available to finance drinking water 
facilities in Maine, have goals similar to those of the Program.  They both consider a 
project’s ability to address a public health issue when prioritizing the projects eligible for 
their funds. 
 

        d. Additional priority points for Compliant Water Systems: 
DWSRF eligible PWS’s that have been in compliance with the SDWA for the last five 
calendar years (1999, 2000, 2001, 2002 and 2003), will receive extra priority points for 
each of the five years.  The points for each year will be based on the following:  
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2 points - no compliance violations on record with the Program for that calendar 
year. 
1 point  - violation(s) but all have been addressed and resolved with the Program. 

 0 points – outstanding violation(s) that have not been resolved. 
 
The priority points will be totaled (maximum of 10 points) and added to each project that 
water system submitted requesting DWSRF financial assistance.  
  

  (Total Standard Project Priority Point Score =  
       (a + b1 + b2 + b3 + b4 +b5+b6+b7+b8+c + d) 
  
II. Other Non-Project Activities - 15% Set-Aside.  The types of activities to be funded with 

this non-project set-aside and the percentage and dollar amount of moneys to be allocated to 
each activity are listed in Section 4C.  
      Priority ranking system for the 15% set-aside funds.  Priority ranking for each set-aside 

activity will be based on the scoring system listed below.  References to b1, b2, b3, etc., 
refer to the add-on points defined in the previous section. 

 
a.  Land Acquisition/Conservation Easements:  
 

  Type of Source      Priority Points  
  Unfiltered surface water with filtration waiver  50 
  Filtered surface water source     40  
  Groundwater under the direct influence of surface water 30 

   Groundwater       20 
 (Total Priority Ranking Score = Type of Source + b1 + b2 + b3 + b4 + c + d) 

       
b.  Source water protection-only available to Community Water Systems:   

 (Total Priority Ranking Score = Type of Source + b1 + b2 + b3) 
 

 c.  Assistance for Wellhead Protection: 
0 – 3 points Demonstrated need for the project.  How will the project help prevent 

contamination? 
  
0 – 3 points Previous self-funded delineation and/or management work completed 

by the system.   Has the system demonstrated a commitment to SWP by 
spending their time and/or money to evaluate the SWP area and managing 
the identified threats within that area? 

 
0 – 3 points Demonstrated relationship with local partners.  SWP is a community 

effort.  Will there be local groups and/or partners involved with this 
project? 

 
0 – 3 points Commitment of other funds.  Projects that propose to match grant funds 

with funds from other sources will be ranked higher than those funded 



DRAFT 

 
DRINKING WATER STATE REVOLVING LOAN FUND 

 2005 INTENDED USE PLAN 
PAGE 19 

entirely by this grant. (100% match = 3 points; 60% match = 2 points; 
30% match = 1 point; and, 0% match = 0 points.) 

 
0 – 3 points Describe how project addresses issues in the SWAP report.  How will 

the project reduce the risk ratings associated with the drinking water 
source identified in the SWAP report?   

 
TIE BREAKER 
0 or 1 point Lack of previous grant awards.  Systems, which have never received a 

Source Water Protection Planning Grant, Wellhead Protection Planning 
Grant, or a Comprehensive System Planning Grant, will receive one point 
in this category.  Systems, which have received awards in the past from 
either of these programs, will receive no points in this category. 
 

Priority will be given to projects that exceed the $5,000 grant maximum and 
which will be funded in part by funds from other sources. 
 
(Total Priority Ranking Score = Need + Previous Work + Local Partners + 

Other Funds+ SWAP Report+ Previous Grant Work) 
 
6G. Relationship to meeting DWSRF goals and objectives.  The criteria and method used to 

distribute project funds, as stated in this section, satisfies all of the goals and objectives 
of the DWSRF.  It also satisfies the DWSRF priority requirements of the SDWA.  It 
gives water systems with the greatest need for obtaining financial assistance to construct 
projects that address imminent and long-term threats to public health, pending 
enforcement actions and compliance issues with the SDWA, the ability to receive 
funding by giving their projects the highest priority ranking.  It provides for assistance to 
small systems and Disadvantaged Community Systems.  Affordability will be factored 
into the priority ranking of projects.  The method of distributing project funds also 
provides for the funding of preventive measures such as source water protection, 
replacement of aging infrastructure, operator certification and capacity development. 

 
6H. Impact on long-term financial status of the DWSRF.  The proposed method and financial 

terms for distributing project funds presented in this IUP should have negligible impact 
on the long-term financial status of the DWSRF.  Principal payments on loans plus all 
interest earnings will be deposited to the DWSRF and made available for future water 
system capital improvements.  The only funds lost for revolving are those used for: 

DWSRF Administration, 
Technical assistance to small systems set-aside, 
PWSS program functions set-aside,  
Grants to systems to establish and implement Wellhead Protection Programs, 
Costs for services rendered for source water delineations and assessments of 

potential sources of contamination, and 
Principal forgiveness funds to Disadvantaged Community Systems. 
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7. Financial Aspects of DWSRF Assistance 

7A. General.  All systems must complete a MMBB loan application in order to receive a 
DWSRF loan.  All systems must be able to demonstrate to the satisfaction of the MMBB 
that they have an adequate revenue source to support the repayment of loan amounts.  A 
system may enter into a loan agreement after its loan application is approved by the 
MMBB and all required financial conditions are met (exception: systems in receipt of 
disadvantaged assistance will only receive a DWSRF loan agreement after they 
demonstrate readiness to proceed with construction as stated in Section 8B).  
Requisitions for construction costs will not be approved until the DWSRF requirements 
listed in Section 5 are met. 

 
7B. Financial terms of loans.  Typical loans (non-Disadvantaged Community Assistance) for 

the financing of Standard Projects and Non-Project activities using 15% set-aside funds 
(the purchase of land and conservation easements for source water protection) will be at 
an interest rate of two percent below the MMBB cost of tax-exempt funds, the Standard 
Project Rate.  This discount Rate is discounted further to compensate for any fees the 
MMBB may charge the water system to administer the loan.  Project loans where the 
amount borrowed is $250,000 or more may have a maximum repayment period of up to 
20 years from the date of construction or the life expectancy of the asset being financed, 
whichever is less.  Amounts borrowed for less than $250,000 may be limited to a five-
year repayment term.  Loans for land acquisition and conservation easements will 
usually have a repayment term limit of 10 years.  Borrowers may request approval by 
the MMBB for an increase in their payment term above these limits up to a 
maximum allowable term of 20 years.  The request must be in writing and state the 
need for a greater term.  In all cases the loan repayment term will be limited to the life 
expectancy of the asset to be financed.  Loans will have an initial payment due at least 
one year from the date of substantial completion of construction for Standard Projects, 
or the date of the final loan agreement for Other Non-Project Activity funds. 

 
The Program will make the determination of which projects will receive bond blend 
proceeds.  All other projects will be financed by straight loans of federal grant and State 
Match monies.   

 
Loans for planning and engineering studies, reports and design work that are sought 
separate from a project loan, but are associated with future DWSRF eligible projects, 
will have a maximum loan repayment period of five years.  These short-term loans can 
be rolled into the long-term loan for the construction of the planned or engineered 
project if it becomes eligible for DWSRF funding. 
 
The financial terms for loans to systems that qualify for Disadvantaged Community 
System Assistance is addressed in Section 8. 
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7C.  Requirements with regard to the Public Utilities Commission (PUC).  All PUC regulated 
systems must acquire approval for Issuance of Securities from the PUC before they can 
enter into a loan agreement.  If a system needs water rates increased in order to finance a 
DWSRF loan that includes bond blend moneys, the rate increase must be approved prior 
to the time of the bond sale.  Interim financing is discussed in Sections 7G and 7H. 

  
7D.  Loan Fees and Costs.  Most DWSRF loans will include MMBB administrative fees and 

costs, as well as interest charges.  These fees and costs include a Loan Origination Fee, 
Cost of Issuance and a Loan Servicing Fee.  As stated in Section 7B, the Loan 
Origination and Loan Servicing Fees will be factored into the interest rate subsidy. 

 
A 1% Loan Origination Fee will be charged on the total amount of funds being financed 
with DWSRF moneys.  This Fee can be included in the total amount to be borrowed.  
The moneys collected from this fee will assist the MMBB in the financial administration 
of the loan over its life.   
 
An estimated 2% Cost of Issuance will be included with every loan application.  Cost of 
Issuance includes legal service and bond sale costs that the MMBB is charged to process 
a loan.  The actual Cost of Issuance will vary with each loan.  Cost of Issuance for a 
straight loan will include only the costs the MMBB is charged for legal services 
associated with processing the loan.  Cost of Issuance will also include the costs 
associated with bond sales for loans that include blended bond money. 
 
A Loan Servicing Fee - An amount not to exceed 5% of the total annual loan payment, 
principal and interest will be added to each year’s payment.  The amount of money 
collected for this Fee will be placed in a MMBB cash reserve that will be used in part to 
help improve the bond rating to assist in keeping the interest rates on future DWSRF 
loans low.  It will also be used to cover costs associated with loan servicing over the 
loan life and pay MMBB Trustee expenses. 
 

7E.  Refinancing of existing facilities.  DWSRF funds can be used to buy or refinance debt 
obligations for DWSRF eligible projects for water systems that are owned and operated 
by a municipal, intermunicipal or interstate agency.  Based on an EPA Policy 
established in the spring of 1999, reimbursing project costs incurred prior to the 
date that the Project Lists are finalized, the last day of public review of the IUP, for 
a water system with a DWSRF eligible project on a Project List is considered 
refinancing debt.  The refinancing of debt for privately owned water systems is not 
a reimbursable expense for DWSRF financial assistance.  Additionally, DWSRF 
money cannot be used to refinance loans for the purchase of land.  Publicly owned 
water systems can receive reimbursement of refinanced debt in their DWSRF loans.  
However, their initial debt and the start of construction of the project must have 
occurred after July 1, 1993 to be eligible for reimbursement.   

 
Projects submitted for refinancing will only be considered by the Program if the current 
water rates at the public water system exceed the maximum water rate goal (MWRG) as 
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described in Section 8.E.  Projects that are eligible for refinancing based upon the 
preceding criteria, will score priority points as if it were a new project.  However, since 
the DWSRF Program gives a higher priority to projects to address existing health risks 
or compliance issues, the total score will be reduced a by 50 percent.  The project will 
then be ranked against all other projects to determine its placement on the Primary or 
Backup Project List.   
 

7F.  Refinancing of facilities currently being constructed.  As stated in Section 7E above, 
the reimbursement of project costs incurred prior to the completion of public 
review of an IUP for which the project is included on a Project List will be 
considered the refinancing of debt.  The Program is limited in how it can disburse 
funds for the purpose of refinancing debt.  Each year EPA allows Programs to only use 
$2 million of their initial Grant funds for this purpose.  Further, EPA only allows the 
disbursement of all costs for refinancing debt above the $2 million limit to occur when 
disbursed over an eight-quarter period (two years).  The eight-quarter period begins with 
the quarter the Program receives its Grant.  Pre-construction costs (cost for design, 
planning, legal, etc.) are not subject to this eight-quarter rule and can be reimbursed 
anytime after a system enters into a loan agreement.   

 
7G. Projects that secure Non-Bond Bank interim financing for facility construction.  A 

publicly owned water system may elect to secure interim financing for the construction 
of a known DWSRF eligible project from a lending institute other than the MMBB.  The 
water system must abide by all DWSRF requirements (plan review /approval, 
Environmental Review, Cross-cutting Authority requirements, etc.) to be eligible for 
DWSRF financial assistance.  Also, the system must not complete construction of the 
project before the Grant is received by the Program to be eligible.  It is preferable that 
systems not even begin construction of the project until the Project List that includes 
them has been finalized with the completion of its public review.  As stated above, all 
costs incurred prior to the completion of public review will be considered refinanced 
debt.  It will be priority ranked the same as the entire project.  These costs will be 
disbursed as described in Section 7F with the exception that preconstruction costs can be 
reimbursed anytime after the system enters into a DWSRF loan agreement. 

 
7H. Projects that secure Bond Bank interim financing for facility construction.  A system 

may obtain interim financing through the MMBB for a project included on a Primary 
Project List after the Program has received its Grant.  With an interim loan in place, a 
water system will be eligible to receive reimbursement of pre-construction project costs 
(administrative, legal, design, etc.) upon approval by the Program (exception: systems in 
receipt of disadvantaged assistance – see Section 8B).  Reimbursement of construction 
costs will only be allowed when the entire project meets the requirements of Sections 5B 
thru 5F with all required approvals by the DWP.  The terms of the interim financing will 
be determined by the MMBB.  Fees will not be charged by the MMBB for interim loans 
and there will be no closing costs associated with these loans.  However, the borrower 
will be responsible for their own legal costs associated with the closing of interim loans. 
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Systems regulated by the Public Utilities Commission (PUC) must receive approval for 
the Issuance of Securities before the Program will enter into an interim loan agreement.  
Interim financing may be available to PUC regulated systems that have initiated the rate 
making process but have compelling reasons to begin construction prior to rates being 
set.  Rates sufficient to support the debt must be in place before the Program will enter 
into a long-term loan agreement with the water system. 

 
8. Disadvantaged Community System Assistance  

8A. Definition of Disadvantaged Community System.  A Disadvantaged Community System 
is defined as any public water system that serves a community and can demonstrate that 
its year-round residential water consumers have a median household income of $35,178 
per year or less.  DWSRF Disadvantaged Community System Assistance will only be 
allowed where the disadvantaged water consumers will directly benefit from the 
assistance. 

 
8B. Total amount of funds available.  The amount of DWSRF moneys available for loan 

subsidies to Disadvantaged Community Systems can be up to 30% of the total amount of 
the federal Capitalization Grant in any given year.  Loan subsidies are defined as 
moneys given out either as principal forgiveness or as negative interest rates.  Maine’s 
DWSRF Program plans to give out subsidies to Disadvantaged Community Systems 
only in the form of principal forgiveness.  For the 2005 Grant period, the total amount of 
planned subsidies to Disadvantaged Community Systems is $2,650,752 (see Attachment 
A).  This amount was determined after identifying the projects on the 2005 Primary 
Project List for water systems that qualify as Disadvantaged Community Systems and 
estimating the total amount of principal forgiveness funds necessary to provide 
assistance to those projects.  Since the total amount of funds allocated for principal 
forgiveness is less than the total needed, the available principal forgiveness will be made 
available to the highest-ranking projects first.  The water system(s) that receive priority 
for forgiveness may be by-passed on June 1, 2005 if the water system has not entered 
into a loan agreement or made reasonable progress towards staring construction in 2005.   
A water system must meet all the requirements of Section 5 of this IUP (capacity 
development, plans and specifications, and environmental review and approval) in order 
to enter into a loan agreement.  Systems that qualify for principal forgiveness funds that 
enter into a DWSRF loan agreement and want to proceed with construction of their 
DWSRF eligible project after that year’s allotment of principal forgiveness has been 
committed to other projects, will be eligible to receive loans at an interest rate of 0% for 
a term of up to 30 years.  A loan term of less than 30 years is possible if the applicant 
selects a shorter loan repayment period or the Program reduces the term to the life 
expectancy of the project.  Uncommitted forgiveness cannot be carried forward into the 
following grant period.   

 
8C. Limitations/Terms of Disadvantaged Community Assistance. Disadvantaged Community 

Assistance subsidies in the form of principal forgiveness will be available to Community 
Water Systems at a maximum level of 75 percent of the requested DWSRF loan amount.  
The remaining 25 percent will be loaned at a 0 percent interest rate.  Loans for systems 
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that qualify for this assistance will have a calculated repayment period of up to 30 years 
after the completion of the project, but may never exceed the expected life of the project 
being financed.  The terms of financial assistance to Disadvantaged Community Systems 
will vary depending upon the maximum water rate goal (see Section 8E) for each 
system.  Subsidy and terms will be determined at the time a system submits an 
application to the MMBB accompanied by all supporting documentation necessary for 
the MMBB to make these determinations.  

 
Nonprofit, non-Community Water Systems may receive principal forgiveness if there is 
an excess of Disadvantaged Community System assistance dollars after all qualifying 
Community Water System projects submitted have been financed.   A maximum of 75 
percent principal forgiveness will be available to fund DWSRF projects for nonprofit, 
non-community systems.  The amount given will be at the discretion of the Program. 
 
The purchase of land or conservation easements by Disadvantaged Community Systems 
using set-aside funds can only be accomplished with a loan for a maximum term of 20 
years at an interest rate at or below the Standard Project Rate but no lower than 0 
percent. 
 

8D. Loan Fees and Costs.  The MMBB will waive the Loan Origination and Loan Servicing 
Fees for systems that receive Disadvantaged Assistance. 

 
8E.  Affordability Criteria.  The Affordability Criteria will be based on the median household 

income of the water system's year-round residential customers and its calculated 
maximum water rate goal. 

 
Criteria I (median household income): Residential customers of a water system must 
have a median household income (MHI) of $35,178 per year or less to qualify for 
receipt of Disadvantaged Community System assistance.  This figure represents the 
average median household income for non-metropolitan Maine from the 2000 US 
Census.  The income data used to determine median household income should be that 
which most accurately reflects the income of the year-round residential customers in 
a water system's service area.  This data can come from either the 2000 Census or 
from a more current independent system income survey.  All income surveys must be 
submitted to the DWP for review and approval before the results can be used to 
determine the amount of DWSRF disadvantaged assistance to which a system is 
entitled.  Income surveys must be conducted by an independent third-party.  Income 
surveys shall not be valid for more than four years.    
 
Criteria II (maximum water rate goal):  The maximum water rate goal (MWRG) for a 
system is calculated as follows: 
 
(MHI) at or between $28,142 and $35,178: MHI x 1.5% = MWRG   
(MHI) of $28,142 or less:    MHI x 1.3% = MWRG  
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The percentages used in the formulas above were determined after reviewing the current 
water rates and median household income for Community Water Systems in Maine.  A 
basis of 2,000 cubic feet of water consumed per calendar year quarter is used for water 
rate calculations. 
 
The MMBB will calculate the terms of the loan (i.e. repayment period, interest rate and 
amount of principal forgiveness) in an effort to keep the system’s water rates at or below 
the MWRG. 

  
8F.  Systems/projects to receive assistance.  Projects and systems to receive Disadvantaged 

Community System assistance will be based on the priority ranking system stated in 
Section 6 and their eligibility for this assistance as described in this Section.  The 
projects and systems to receive this assistance are listed with non-Disadvantaged 
Community System projects in Attachments F and G. 

   
8G. Effects on long-term funding level of DWSRF.  The maximum net long-term effect of 

the allocation of funds for financial assistance to Disadvantaged Community Systems as 
proposed in this Section will be to reduce the future amount of funds available to the 
DWSRF by $2,650,752 total for both Grant Awards plus the lost interest earnings. 

 
9.  Public Review and Participation 

Each year the IUP will be made available for public review and comment.  Copies of the draft 
IUP will be made available upon request or by viewing the Program’s web site.  Informal 
public review meetings will be scheduled at various locations in Maine after the release of the 
draft IUP.   Written comments on the draft IUP will be accepted up to 21 days after its 
release.  All DWSRF eligible public water systems, drinking water agencies and associations 
with a direct interest in drinking water matters, other organizations that are known to have an 
interest in public drinking water issues, and the general public will be notified of the 
availability of the draft IUP.  They will also be notified of the time and location of the public 
meetings where comments and questions related to the draft IUP will be accepted.  The public 
review and participation activities for the draft 2005 IUP are as follows: 

 
y  Meetings with the MMBB, RUS, DECD and DEP’s CWSRF Program personnel are held 

to streamline the financial assistance efforts of all the agencies.  The status of each 
agency’s assistance capabilities and the projects each intends to fund is discussed at these 
meetings.  Other issues discussed include the projects for which funds are not 
immediately available, the overall State funding needs for drinking water and clean water 
projects, and the ability and need for co-funding of projects. 

 
y  A mailing was sent to all PWS’s eligible for DWSRF assistance on July 19, 2004, which 

provided information on the Program and requested the submission of DWSRF eligible 
project information for the 2005 Grant. 

 
y  October 29, 2004, notice of major changes to IUP and time and location of public 

meetings sent to key constituents of Maine’s public drinking water industry and all public 
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water systems that submitted projects requesting assistance from the 2005 DWSRF 
available funds. 

 
y  November 6 and 7, 2004, notice of availability of the draft IUP and public review 

meetings advertised in three Maine newspapers (Bangor Daily, Kennebec Journal and 
Portland Press Herald). 

   
y  November 16, 2004, public meeting in Augusta on draft IUP. 
 
y  November 18, 2004, public meeting in Bangor on draft IUP. 
 
y  December 10, 2004, due date for written comments on draft IUP. 


